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0 
EXPLANATORY  MEMORANDUM 
The  Europeiln  Parliament  and  the  Economic  and  Social  Committee  -have 
de I i vered  (pinions  on  the  propos  a I  for  a  Counc i I  RecommendatIon 
concerning  the  promotion. of  employee. participation  in  profits  and 
enterprise  results  (.including  equity  p~rticipatlon) -·COM(91)  259. 
·The  amended  proposa I,·. which· the . Commission  now . submits  to  the. Counc i I 
under  Article  149(3)  of  the  EEC  Treaty--.;  takes  account  of  Pari lament's 
amendments  adopted  on  9  Apr i I  1992  and  the  Economic  ·and  Social 
Committee's  opinion• adopted  on  27  February  1992:  A  number  of  techni~al 
imprbvements  have  been  added  in  the  interests of  clarity. and  consi~tency.-
Sect ion  II 
Paragraph  2 
Pari lament  wished  to  indicate  that  schemes  with  certain  characteristics 
dese·rve  particular  support,  'for  example  those· which  suit  the  needs  of 
smal I  and  medium-sized  enterprises. 
e  .. aragraph  2.  new  subparagraph 
The  Economic  and  Social  Committee  asked  the  Commission to  include  wording 
recommending  Member  States  to  encourage  the  issue  of  voting  rather:  than 
non-voting  shares  to  employees.  Parliament,  against  the  background  of 
some  recent  financial  scandals,  -stressed  the  importance  of  preventing 
misuse  of  shares  owned  by  employees,  when  these  are  held  in  a  fund  or 
trust. 
Section  Ill 
Paragraph  10 
A  number  of  modifications  were·,  proposed  with  regar.d  to. the  working  party 
to  be  set  up  by  the  Commission.  In  addition  a  clearer  formulation of  its 
obj~ctives was  asked  for. 
Pari lament  wahts  the  social  partners  to  be· represented  on  this  working 
party  and  also  added  a  fourth  type  of  s~heme  to  the  non-exhaustive  list 
of  schem~s with  which  the  working  party  would  deal. 
Annex 
Ear.MIUU2!l....2 
The  Economic  and  Social  Committee  is  in  favour  of  the  inclusion  of  some 
kind of  "health  warning"  in  alI  offers  made  to  employees  under  financial 
partic·ipation  schemes.  Pari lament  adopted  an  amended  text  for  paragraph  7 
which  makes  a  clearer  distinction  betwe.en  risks  to  income  and  capital 
and  which  sets  out  separate  possibi I ities  for  containment  of  these  risks. Amended  proposa I  for  a  Counc 1.1  R.econvnenda.t ion _concernIng  the  promotion  of 
employee  participation  in ·prof.;lts  and--enterprise  results  (Including  t;~QuUy. 
participation) 
ORIGINAL  TEXT 
Proposal  ·  -for  a  Counc11 
··Recommenda t'ion  .concerning  the 
promotion  ~f  emp1oyee 
partr-c·l-pat.lon  in  prof.its  and 
ente~prise  results  (including 
.equity participation) 
THE  COUNCIL  OF  THE  EUROPEAN 
COMMUN I"T I ES 
.Having  r.egard  to  ·the 
estabJ i.shing  the 
EcoAom Lc  .Community, 
pa~t1cular Article  235 
. Eur.opean 
.and  in 
.thereof, 
·.'Hav.ing  regard  to  the  proposal. 
from  the  Commission<l>, 
Having· regard  .to  the ·opinion  of 
the  ~uropean Pari iamentC2>, 
HaviQg. regard  to  ·the  .op·ini·on· :of 
. t-he  Economic  and  ·Socia I 
Comm i"t tee (3 l , 
Whereas  in  its  Communi.cation 
concerning  the  Act ion  Programme 
reI at i ng  to  the  l.mp I emen tat ion 
of  the  ·community  Charter  ·of  t-he 
Fundamental  Social  Rights  of 
.Worker·s  the  Comm iss Lon  announced 
Its  Intent ion  to  present  a 
CommunI  t y  instrument  .on  -equ I t y 
shartng  and  financial 
participation  by  workers; 
(1)  O.J.  C_;245  of  .20.09.1991 
(2)  Adopted  on  09.04.1992 
(3)  Adopted  on  27.02.1992 
PROPOSED  AMENDMENTS 
:Amended- -Prooosa I  for  a·  Counc Lt 
Recommendation  .concerning.;  .the  ..  --·  _. __ , 
promot l.on  of  emp I oyee  .· 
:·participation  ..  in  ·profits  ·and-· 
enter:pr J:se  :resu Its  { H::tc lud i ng 
equity_partLcipation)  ._ 
Unchanged 
Unchanged 
Unchanged 
Unchanged 
.Unchar)ged 
Unchanged - 2  -
. Whereas  a  report  on  the  promotion 
of  employee  participation  in 
profits  and  enterprise  results  in 
the  Member  States of  the  European 
Community  has  been  prepared  and 
whereas  this  report  has 
establ lshed  that  there  is  a  great 
variety  in  the  types  of  scheme 
encountered  in  the  Community. 
Including  cash.  b~yments,  sh~~e­
based  and  deferred  profit-sharing 
schemes  and  various  types  or 
particular  employee  share-
ownership  schemes; 
Whereas  encouragement  at 
Community  level  of  schemes  of 
financial  participation  by 
employees  is  to  be  seen  as  a 
means  of  achieving  a  better 
distribution  of  the  weallh 
generated  by  enterprises,  while 
encouraging  a  greater  involvement 
of  emp I  oyees  in  the  progress  of 
their  companies; 
Whereas  while  the  body  of 
empirical  research  about  the 
effects  of  such  schemes  in 
practice'  does  not  yet  _provide 
overwhelming  evidence  of  strong 
overall  advantages,  there  are. 
sufficient  indications  that  such 
schemes  cont~ibute  to  a  number  of 
·positive  ~ffects;  including 
improvements  in  employee 
motivation  and  productivity  and 
in  th~  competitiveness  of 
·enterprises; 
Whereas  it  is  appropriate  to 
promote  a  I arger  d.l ffus ion  of 
financial  participation  schemes 
within  the  European  Community, 
without  seeking  an  active 
harmonization  or  a  reduction  in 
the  existing  wide  range  of 
available  schemes; 
Unchanged 
Unchanged 
Unchanged 
Unchanged 
Whereas,  because  it  is  not 
feasible  for  employees  to 
participate  in  the.equity  of  some 
busInesses  and  enterprIses,  there 
is  a  need  to  develop  models  for 
.participation  outside  the 
business; - 3  -
Whereas  the  u It  ima te  success  of 
.this  Co1nmunity  initiative will  .to 
a  largt3  extent  depend  on  the 
active  interest  and  involvement 
of  the  social  partners 
t hemse l·tes; 
Whereas,  while  in  some  cases 
shares  issued  to  employees  are  of 
a  type  that  do  not  carry  votes,  it 
is  desirable  to  reduce  ·or 
eliminate  restrictions on  employee 
shareholders'  voting  rights; 
Whereas,  when  employees'  $hares 
are  held  in  a  fund  or  trust,  there 
is a  n~ed tQ prevent  any  misuse of 
the  shares; 
Unchanged 
Whereas  in  the  context  of  the  .  Unchanged 
completion of  the  internal  market 
it  is  necessary  to  study  ·the 
possLbitities  for  the-development 
of  transnational  formulae  ·for 
employe'3  participation  in profits 
and.ent,Hprise  results; 
Whereas  the  present  act ion 
appears  necessary  to  attain,  in 
the  coLtrse  of  the  operation  of 
the  conmon  market,  one  of  the 
objectives ·of  the  Community, 
( 4 )  Ln  ·part i cuI a r : 
Article '119.of  the  Treaty.EEC; 
Uncha_nged 
Recalls  that  wi·th  regard  to  pay 
Commun i·ty  ·Law  ·.prohibits 
discr·im-inat.ion  on  :the  grounds  of 
sex(4)  or ·nat lona·l i ty.; 
Directive  75/117/EEC  on  equal  pay  for men  and  women; 
Directive  76/207/EEC  on  equal  treatment  between  men  and  women  with 
regard  to  access  to  employment; 
Directive  79/7/79  on  equal  treatment  between  men  and  women  with 
regard  to  social  security. .!.<-. 
-- 4.-
I.  HEREBY  INVITES  THE  MEMBER 
STATES: 
To  acknowledge  the  potentia I 
benefits  of  a  wider  use  of  a 
broad  variety  of  schemes  to 
increase  the  part i c i pat ion  by 
employees  in  profits  and 
enterprise  results  either  by 
means  of  profit-sharing,  or 
·through  employee  share-ownership 
or  by  a  combination  of  both. ·-
II. ·HEREBY  RECOMMENDS  THE  MEMBER 
STATES: 
1:  To  ensure  that  legal 
structures  are  adequate  to 
a I low  the. introduction of  the 
forms  of  financial 
participation  referred  to· in 
t h Is  Recommenda t I  o·n ; 
Unchanged 
Unchanged 
Unchanged 
Unchanged 
.  ~ .. '  ~"(  -~· 
J~  .. r·  .· 
::., 
~ . . 
··: 
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2.  To  c:onsider  the  possibility 
of  according  incentives  such 
as  fiscal  or  other  financial 
adva1tages  to  encourage  the 
intr•)duction  of  certain 
schemes; 
3 ..  To  encour-age  the  use  of  such· 
schemes  by  facilitating  the 
supply  of  adequate 
informati.on  to  all  relevant 
parties; 
4.  To  take  account  of 
experiences  acquired 
e I  se·Nhere  in  the  European 
Comm.m it y  when  considering 
glv~ng preferential  treatment 
to  particular  types  of 
t ina nc i a I  part i c i pat ion 
schemes; 
To  consider  the  possibi I ity  of 
according  incentives  such  as 
f i sea I  or  other  f i nanc i a I 
advantages  to  encourage  the 
introduction  of  certain  schemes; 
in  this  connection  partlcula~ 
attention  could  be  given  to 
support  for  schemes  w  i t h  one  or 
more  of  the  following 
characteristics: 
- schemes  which  w  i I I  f ac i 1 It ate  a 
more  equitable  distribution  of 
income  and  wealth; 
schemes  which  encourage 
employ~es·  to, obtain  and  reta.in  a 
stake·ln  the  ~ompany  in  whiCh  they 
work  and  which  enhance  the 
involvement  of ...  employees  in· 
company  decisions; 
.- schemes  which  create  cond 1 t ions · 
for  indirect  · part.lcipat ion  in 
capital,  in  part.icular  in  cases· 
where  business  and  ·enterprise-
re I a ted  p  a r t i c i p a t i on  ·.  I s  not 
possible; 
~  schemes  which  suit  the  needs  at 
small  and  medium-sized 
enterprises; 
- schemes  which  include  both part-
time  and  ful 1-time  employees; 
2.b  To  encourage  the  issue  of 
voting  rather  than  non-voting. 
shares  to  emuloyees  and  to  ensure 
that  where  emp I  oyees ·  shares  are 
held  in  a  fund  or  trust,  any 
misuse  of  the  shares  is prevented; 
To  encourage  the  use  of  such 
schemes  by  faci I itatlng  the  supply 
of  adequate  information  to  alI 
relevant  parties ..  -including  the 
European  Commission; 
Unchanged 
; .  '~ D 
- 6  -
5.  To  ensure  that  the  social 
partners  have  the  opportunity 
to  choose  from  a  sufficiently 
wide  range  of  options  on  the 
basis  of  consu I tat ions 
between  employers  and 
employees  or  their 
representatives; 
6.  To  ensure  that  this  choice 
can  be  made  at  a  level  which, 
taking  account  of  the 
national  practice  in  this 
regard,  is  as  close  as 
possible  to  the  employee  and 
to  the  enterprise  ; 
7.  To  encourage  con:>ideration  of 
·the  key  issue~•  set  out  in  the 
Annex  when  new  financial 
participation  schemes  are 
being  prepared  or  when 
existing  schemes  are  being 
reviewed; 
8.  To  examine,  after  a  period of 
three  years  following  the 
9. 
adoption  of  this 
Recommenda t ion ,  the  data 
a v  a i 1  a b 1  e  at  a  nat ion  a 1  I  eve 1 
on  the  development  ·of 
financial  participation  by 
employees  and  to  communicate 
the  results  to  the 
.commission; 
To  enhance 
awareness 
matters. 
social  partners' 
of  the  above 
To  ensure  that  the  social  partners 
have  the  opportunity  to  choose 
from  a  wide  range  of  opt ions  on 
the  basis of  consultations  between 
employers  and  employees  or  their 
representatives; 
Unchanged 
Unchanged 
Unchanged 
Unchanged - 7  -
I I I.  TAKES  NOTE  OF  THE 
COMM I  :>S I  ON' S  INTENT I  ON 
10.  To  set  up  a  working  party  to 
examine  possibi I ities  for  the 
creation at  a  Community  level 
of  fc•rmulae  of  financial 
part ic ipat ion  schemes  by 
employ~:es  in  order  to 
improve  the  opportunities  for 
the  application  under 
compar11ble  conditions 
throughout  the  Community  of 
such  schemes;  these  wou I  d 
Include  the  following  three 
types: 
a)  a  pr·ofit-sharing  scheme; 
b)  an  Eimployee  share 
ownEir ship  scheme; 
c)  a ·s1ock  options  scheme. 
11.  To  submit  a  report  to  the 
councl 1 on  the  application· of 
thIs  Recommendat·lon  wIthin 
four  YE1ars  of  Its  adopt ion  on 
the  ba1;is  of  the  information 
supp I iE1d  to  it  by  the  Membe·r 
States. 
Done  at  Brussels, 
For  t'he  Counc I I 
The  President 
Unchanged 
To  set  up  a  working  party,  on 
which  the  social  partners  wi  I I  be 
represented,  to  study  the 
practical  problems  and  obstacles 
facing  enterpi·ises  at -the  pre:;ant 
time  if  they  wish  to  extend  access 
to  a  financial  participation 
scheme  to  their  emp I  oyees  in 
another  Member  State  under 
comparable  conditions  or  if  they 
wish  to  set·  up  a  similar  scheme 
for  them.  In  order  to  make  such 
extension  across  the  Community 
easier  the  Working  Party  will 
examine  ways  of  simp I ifying  the 
procedures  which  have  to  be 
followed  by  incoming  enterprises 
or  emp I  oyees . in  order  to  qua I i fy 
for  any  form  of  benefit  or 
preferentJal  treatment  accorded  to 
indigenous  enterprises  or 
employees  In  respect  of  financial 
part I  c i pat ion  schemes;·  this 
exam1nat ion  would  in  particular, 
but  not  exclusively,  deal  with  the 
following  types of  scheme: 
a)  profit-sharing; 
b)  employee  share  ownership 
schemes; 
c)  stock  option  schemes; 
d)  Investment  wage  schemes. 
To  submit  a  report  to  the  Counci 1 
and  the  European  ParJ lament  on  the 
application of  this Recommendation 
within  four  years  of  its  adoption 
on  the  basis  of  the  information 
supplied  to  it  by  the  Member 
States. 
Unchanged 
.. :, 
·~ 
Key  issues  to  be  considered  when 
new  financial  participation 
schemes  are  being  prepared  or 
when  existing  schemes  are  being 
reviewed 
1. 
2. 
3. 
R~gylarit~:  schemes  benefit 
from  application  on  a  regular 
basis  c.r~ d  from  awarding  any, 
"bonus"  at  least  once  a  year 
or  over  shorter  periods. 
"Pr~-d~t~rmin~d  fQrmy  I~:·  the 
formula  setting  employee 
benefits  sho~ld be  determined 
unequivocally  before  the 
·beginning  of  each  reference 
period. 
NQ  ~Ybl2t i tyt~  fQr  wag~ 
n~aQ! tat iQn~:  the  existence 
of  financial  participation 
schemes  .is  not  to  be 
considered  a  substitute  for 
normal  negotiations  dealing 
with  wages  and  other 
conditions of  employment. 
4.  VQiuntary  participation:  both 
. enterprise~  and  · i·nd i vi dua I 
employees·  shou,ld  be  able  to 
choose  whether  or  not  they 
want  .to  ~pply  for  or 
·-part lcipate  in  schemes. 
5.  CalculatiQn.  Qf  emoiQ~ee 
benefits:  bon.uses  should  not 
be  fixed  in  advance  but 
variable  and  linked  to 
enterprise 
(expressed 
profits  or 
performance 
in  terms  of 
some  other 
enterprise  indicator)  over  a 
certain  period  of  time, 
according  to  a  previously 
agreed  formula;  this  formula 
should  ~lso  specify 
uncqu i voca I I y  .t tw  i ncJ i cat or 
of  enterprise  per forrnance  to 
be  used. 
Unchanged 
Unchanged 
Pr~-d~t~rmin~d ··.  fQrmyla:  · the 
formula  setting  employee  benefits 
should'be determined  un~qulvocal ty 
and  explained·  tQ .. the  empiQ~ees 
cQncerned  before ·the.  beginning  of 
each  reference  period. 
Maintaining  wage  neqQtiatiQns:  the 
ex~slence  ·  of·  financial 
·particip~t ion  schemes  should  not 
stand  in  the  way  of  normal 
negotiations  deal in~  with  wages 
and  conditions of  employment  or  of 
setting  wages  ·and  working 
c.onditions  through  such 
negot I at Ions. 
Voluntary  part icipat iQn:  both. 
enterprises  and  ~ndividual 
employe~s  should  be  able  to 
choose  whether  or  not  they  want  to 
apply  for  or  participate  in 
schemes;  schemes  should  be 
lntrQduced  Qn  the  basis~ 
agreement  between  empiQvers  and 
e~oiQyees  Qr  their 
reoresentatlyes. 
Unchanged - 9  -
6.  Amcunt s:  in  order  to  produce 
the  expected  motivational 
effects  the  average  size  of 
boruses  should  on  the  one 
hard  be  significant  in 
relation  to  the  fixed  part  of 
em~loyees'  wages,  while  on 
the  other  hand  a  ceiling  (in 
amc·unts  or  in  percentages) 
mi~;ht  'be  advisable  in  order 
to  avoid  wide  fluctuations- in 
total  Income. 
7.  lli·ll:  ap  a r t  from  some  -i ncome 
v a r ·1  a b II i t y  i n her  en  t  to 
sct1emes,  employees  may 
adclltiona·l  risks  when 
incur 
they 
acquire  risk-bearing 
·securities  (.e.g.  shares  or 
bonds);  when  these  risks  are 
hec:vily  concentrated  (e.g. 
is~:ued  by  the  employing  firm) 
ancl  large  in  relation  to.the 
employee's  total  assets  the 
po~;sibility  of  some  form  of 
i m:ur ance  against  too  ·heavy 
lo~:ses  in  the  value  o·f  .these 
a s~:e  t.s  merits 
examination. 
8.  ~lefic·iaries:  b_enefic·i.a-ries 
ar-e  pr-imar·i ly  empl;oy.ees,  i.e. 
wa!~e-earner  s  .cov.ered ·  by 
employment  cont·racts;  as  far 
as  possi:bte  acces.s  to  schemes 
sh1lU I d  be  open  to  ,a 1'1. 
employees  of  the  ·enterprise.· 
More  generally,  workers  in 
th•:l  same  ob.ject.i ve  s.i tuat i·on 
sh•)Uld  have  equ·at  ri-ghts  with 
r e·;Ja r d  to  :access  to 
participation ·schemes._ 
0 
Unchanged  I 
~:  employees  should -be  warne·d 
~about  the  risks  possibi;Y  attached 
to  financial  participatipn 
sche~es;  a  distin~tlon can  be  made 
between  risks  to  Income  (arising 
from  reductions  i.n.profit-related 
pay  or  in  dividends)  and  r  i sks  to 
capital  .(linked  to  fluctuations  in 
the  value  of  shares  or  .bonds  or 
other  types  of  security).  Ris~s  to 
income  can  be  contained  bY  the 
i nt roduct 1  on  of  ce i 1 i ngs..  When 
employees'  financia.l  participation 
takes  the  form  of  capita I 
investments  whr~h  are  hardly 
dive~sified  or  not  div~rSified  at_ 
a II  (e.g.  risk-bearing  secur.i ties 
i·ssued  by  the  empipyer  or  other 
participa:tory  secur-ities)  careful 
consideration  should  be  given  ·t.o 
the  possibi'l ity  of  providing  for 
·mechanisms . to  pro~ec-t ',aga i ns.t  the 
r·lsk  -of  too  :heavy.·  losses  . in  the 
V~a 1·-Ue  O-f  ;SUCh  a  Sse:t S  .. 
I  ,. 
I 
I 
.l 
I 
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g,.  Ent~rQri::!~  t~Q~:  schemes  can 
be  applied  by  both  privately-
owned  firms  . and  pub I ic 
enterprises,  as  long  as 
suitable  indicators  o.f 
enterprise  results or  profits 
are,  or  can  be,  made 
available. 
10.  Ent~rQrise  SiZfl:  sma II·  and 
medium-sized  firms  should 
have  adequate  opportunities 
to  9PPIY  financial 
J')articipation  schemes;  in 
particular  l t  is ·lmpor tant  to 
ensure .  that  adm.lnistrative 
. obllgat ions  are  reasonable. 
and  minimum  financial 
requirements,  if  needed  at 
a 11· 
'  are  not  ·too  high;  in 
1  arge·r  enterprises, 
espec i a 1 1  y  multi-national 
companies,  i t  may  be  useful 
to  I ink  a I I  or  part  of 
employee  benefits  to  the 
performance  of  separate 
profit  units,  rather  than  to 
over a II  enterprise  results. 
1 1 .  CQ!nl2 I  ~X i t ~ :  schemes  Of  a 
complex  · nature  are  to  be 
avoided,  as  the  results. are 
I ike I y  to  be  better  if  the 
scheme  can  be  eas i I y 
understood  by  a I I  employees; 
12.-:lnfQriilatiQn  and  training:  for 
the  success  of  any  type  of 
scheme  a  substantial  effort 
will  be··.required  to  supply 
adequate  ·  information  and 
training,  if  necessary,  to 
alI  employees  concerned. 
Unchanged 
Unchanged 
..  ~'  ;  .  ~ 
unchanged 
lnfQrmatiQn  and  training:  for  t_he 
success  of  any  type  of  scheme  a 
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